Comparison of Equity of HB3646 and CSHB3646

The features that make a school finance plan equitable are:

1) “Equal yield for equal effort”, which the Edgewood decision defined as the key
characteristic to which an efficient system should be compared (it permitted less than
perfect equity by allowing for “similar”.)

¢ Linking the three yields (BA, GY and EWL) to one definition, as is done in HB3646, is a
key to guaranteeing equity. It eliminates structural “gaps” between rich and poor
districts. Current law uses identical definitions for each, but doesn’t link them. The
proposed committee substitute, CSHB3646, continues the use of unlinked definitions for
the BA and EWL, setting them at an arbitrary amount — another step back from equity.

* That structural gap created much of the existing inequity that the target revenue system of
HB1 froze into place and then added to. The larger the gap, the greater the inequity and
inefficiency and the more likely that the system will be found unconstitutional.

* We have bad experience with separate yields. For example, in 2001 the EWL and GY
were raised, but not the BA. As a result, Chapter 41 districts, which already were funded
at much higher levels than Chapter 42 districts, received their increase on 150 pennies,
while Chapter 42 districts received an increase on only 64 pennies.

* HB3646 treats all equal tax rates the same — a given tax rate produces a given yield which
is the same for all districts — other than the impact of the golden pennies.

» CSHB3646 continues the HB1 practice of making yields dependent on when they were
levied, so that one district with a $1.04 tax rate might get the $47 uniform yield on 100
pennies and a higher yield on the four golden pennies, while another district with exactly
the same tax rate might receive that $47 yield on a lesser number of pennies, with the
remainder up to 100 pennies at $31.95 (plus their 4 golden pennies.)

¢ Making some (in fact, most) districts second-class citizens, is not just wrong, it’s bad
public policy. The future of Texas depends on our ability to educate all children.

2) A dynamic system that raises the Foundation School Program costs as automatically as it
raises the local share cost to the district.

e Failure of the program to rise with rising costs increases the inequity of the system.
Districts with lower yields per penny have less ability to cover those cost increases and
need higher tax rates to make up the difference.

® “Frozen” costs or yields, or even yields that don’t grow as fast as property values, shift
the overall cost from the state onto local property taxes. As the Supreme Court has
found, the more the system relies on local taxes, the greater the likelihood it will be
inequitable and inefficient, and therefore, unconstitutional.

e A frozen system increases the likelihood districts will have to raise tax rates, increasing
the likelihood of again having the equivalent of a state property tax.

e TIB3646 uses wealth per pupil as the dynamic driver, assuring that the system will not
shift back onto increasing reliance on local property taxes.



3) Proper reflection of costs beyond the control of districts through weights and formulas
that are part of the dynamic system.

* Most weights are derived in large part from differences in class sizes needed. As such,
they indicate a proportional relationship to the cost of a student in the regular program.
By moving more funding outside of weights, CSHB3646 weakens that cost relationship.

4) Updated weights and formulas that reflect uncontrollable costs rather than political
pressure.

* Both bills move the HS allotment, which demonstrably favors rich over poor districts and
advantaged over disadvantaged students, from target revenue to a permanent allotment,
although HB3646 changes the distribution to weighted students. CSHB3646 adds an
additional “per ADA” allotment for Career and Technology with unknown equity impact.

e HB3646 commissions an interim study, but it will need broad participation and
guidelines designed to assure outcomes that properly reflect uncontrollable costs.

5) A reduced gap between rich and poor districts.

* HB3646 repeals all of the old hold-harmless provisions that contributed to the gap,
replacing them with a single guaranty tied to this year’s revenue. This allows the higher
yield in the bill to “level up” poorer districts while guaranteeing some increased revenue
to all districts, closing the gap. HB3646 also repeals the disequalizing compensatory
education set-asides.

e CSHB3646 leaves in place the Chapter 41 hold-harmless and option credit provisions,
which will actually make the gap grow between the wealthiest districts and Chapter 42
districts as the yield goes up. It leaves set-asides in place.

e HB3646 sets a higher yield, moving more districts off target revenue onto formulas.

6) A reduced reliance on local property taxes, which the Supreme Court considers
important to an “efficient” system. : :

* By setting a fixed, rather than dynamic basic allotment and yield, CSHB3646 continues
the current policy of allowing the state to “skim off” rising property tax revenues for
purposes other than public education.

* Setting a fixed basic allotment and yield continues appraisal creep.

In summary, HB3646 contains many features that would make the current school finance
system more equitable, both for students and for property taxpayers. CSHB3646 would
repeal some of the few gains in equity made in HB1, increase the advantages already held
by some of the wealthiest districts in the state, would not move most districts back onto
formula funding and would not provide sufficient revenue to adequately cover the
increased costs districts will face, let alone make up for the deficit financing many districts
have faced over the past several years.
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